
COMMONWEALTH OF KENTUCKY 

BEFORE THE UTILITY REGULA'NRY COMMISSION 

* * * * * * *  

I n  t h e  Matter o f :  

APPLICATION OF RED WING UTILITY COMPANY, 1 
INC.,  FOR AN INCREASE I N  RATES FOR THE 1 

GATEWAY SUBDIVISION, MARSHALL COUNTY; 1 

BLANDVILLE ESTATES, MCCRACKEN COUNTY; 1 
FIELDMONT ESTATES, MCCRACKEN COUNTY; ) 
HOLIFIELD ESTATES, GRAVES COUNTY ) 

SEWERAGE TREATMENT FACILITIES LOCATED I N :  ) 

GOLDEN ACRES SUBDIVISION, MARSHALL COUNTY; ) CASE NO. 7568 

GREEN ACRES SUBDIVISION, MCCRACKEN COUNTY; ) 

On September 5, 1979, R e d  Wing U t i l i t y  Company f i l e d  a n  

Appl ica t ion  w i t h  t h i s  Commission seek ing  a u t h o r i t y  t o  increase 

its rates f o r  sewa-ge t r e a t m e n t  i n  t h e  G a t e w a y ,  Go lden  A c r e s ,  

B l a n d v i l l e ,  G r e e n  Acres, Fieldmont,  and  H o l i f i e L d  E s t a t e s  

Subdiv is ions .  Hea r ings  were h e l d  a t  t h e  Commiss ion ' s  o f f ices  

a t  F r a n k f o r t ,  o n  November 2 7 ,  1979 a n d  Augus t  4 ,  1980. I n  

order t o  provide t h e  c u s t o m e r s  of t h i s  u t i l i t y  w i t h  an 

o p p o r t u n i t y  t o  be hea rd ,  a f u r t h e r  h e a r i n g  w a s  h e l d  i n  t h i s  

m a t t e r  on  September 10, 1980. Throughou t  t h e  c o u r s e  of t h e s e  

h e a r i n g s ,  t h e  Company h a s  r e s p o n d e d  t o  v a r i o u s  w r i t t e n  a n d  

o ra l  r e q u e s t s  f o r  i n f o r m a t i o n  f rom t h e  Commission s t a f f ,  

A t t o r n e y  G e n e r a l  a n d  o t h e r  i n t e r v e n o r s  i n  the case. 

The  Commission s u s p e n d e d  t h e  proposed ra tes  f rom May 1, 

. 1980 t o  J u l y  5 ,  1980. By let ter dated J u l y  9 ,  1 9 8 0 ,  t h e  

Company t h r o u g h  counse l  waived its r i g h t  under  KRS 278.190 

t o  place t h e  proposed rates  i n t o  effect .  

I n  i ts p e t i t i o n ,  t h e  Company s e e k s  a f l a t  r a t e  fo r  a l l  

r e s i d e n t i a l  cus tomers  o r  t h e i r  e q u i v a l e n t  of $38.00 p e r  month .  

For t h e  affected customers, t h i s  compares t o  rates c u r r e n t l y  

being c h a r g e d  by R e d  Wing of $8 t o  $10 per  month p e r  r e s i d e n -  

tial e q u i v a l e n t .  

I n  suppor t  of its r e q u e s t e d  i n c r e a s e ,  t h e  Company f i l e d  

a comparative income s t a t e m e n t  showing  t h e  r e c o r d e d  r e s u l t s  

for t h e  test  y e a r ,  a d j u s t m e n t s  t o  t h e  t e s t  y e a r  a.nd t h e  

adjusted test y e a r  r e s u l t s .  
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A t  t h e  f i r s t  h e a r i n g  i n  F r a n k f o r t  on  November 2 9 ,  1979, 

t h e  Commission h e a r d  arguments on t h e  A t t o r n e y  G e n e r a l  a n d  

I n t e r v e n o r ' s  Motion t o  D i s m i s s  a n d  t h e  Company's r e s p o n s e  t o  

t h o s e  M o t i o n s .  C e r t a i n  p e t i t i o n s  a n d  d e p o s i t i o n s  w e r e  also 

f i l e d  by t h e  I n t e r v e n o r s  a t  t h i s  h e a r i n g .  By Order  d a t e d  

A p r i l  21, 1980, t h e  C o m m i s s i o n  o v e r r u l e d  t h e  A t t o r n e y  G e n e r a l ' s  

Motion t o  D i s m i s s  d u e  t o  l a c k  of t e c h n i c z l  c o m p l i a n c e  w i t h  t h e  

time r e q u i r e m e n t s  related t o  t h e  t i m e  s p a n  f r o m  t h e  e n d  of t h e  

test year t o  t h e  da te  of f i l i n g  of t h e  a p p l i c a t i o n .  T h i s  O r d e r  

f u r t h e r  r e q u i r e d  R e d  Wing t o  f u r n i s h  a d d i t i o n a l  i n f o r m a t i o n  and  

d e f e r r e d  r u l i n g  on  t h e  remainder of t h e  A t t o r n e y  General 's  

and the I n t e r v e n o r ' s  m o t i o n s  n o t  addressed by t h e  Order .  

A t  t h e  August 4, 1980 h e a r i n g  t h e  Company p r e s e n t e d  

as its w i t n e s s e s  R i c h a r d  C.  Boyd, CPA a n d  J e r r y  Veach ,  V i c e  

P r e s i d e n t  of Red Wing U t i l i t y .  

I n  h i s  d i rect  t e s t i m o n y ,  Mr. Boyd t e s t i f i ed  t h a t  he 

w a s  f a m i l i a r  w i t h  t h e  f i n a n c i a l  r e p o r t s  and  c o n d i t i o n  of t h e  

Company. H e  f u r t h e r  t e s t i f i e d  t h a t  based o n  recorded p e r  books 

data ,  t h e  rate t h e  Company would  r e q u i r e  f o r  a n  o p e r a t i n g  r a t i o  

of .88 would be $42.69 p e r  month ;  t h a t  b a s e d  on  f i n a n c i a l  

r e p o r t s ,  t h e  Company f o r  1979 had  a $ 8 6 , 1 4 7 . 3 1  loss and  f o r  

t h e  f i r s t  s i x  mon ths  of 1980, t h e  l o s s  was $44,909.52. On 

cross, h e  t e s t i f i e d  t h a t  h e  had d i s c u s s e d  a l l o c a t i o n  of e x p e n s e s  

among several of t h e  s u b d i v i s i o n s  a n d  t h a t  h e  a n d  M r .  Veach had  

a g r e e d  o n  a basis for a l loca t ion ,  b u t  t h a t  M r .  Veach had  

p r e p a r e d  t h e  documen t s  s u b m i t t e d  i n  t h e  case. Mr. Boyd f u r t h e r  

t e s t i f i e d  t h a t  h e  had  n o t  a d v i s e d  Mr. Veach on d e p r e c i a t i o n ;  

t h a t  h e  d i d  n o t  know how t h e  e s t i m a t e d  o r i g i n a l  cost  of t h e  

p r o p e r t y  w a s  d e t e r m i n e d  fo r  ce r t a in  t r e a t m e n t  p l a n t s ;  t h a t  he 

had n o t  c h e c k e d  t o  see i f  t h e  f j v e - y e a r  l i f e  on  t h e  e x c a v a t o r  

f e l l  w i t h i n  t h e  u s e f u l  l i f e  g u i d e l i n e s  of t h e  IRS; t h a t  h e  

t h o u g h t  t h e  Company had  employed an  a c c o u n t a n t  i n  p r i o r  y e a r s ;  

t h a t  h e  had  b e e n  t h e  a c c o u n t a n t  f o r  R e d  Wing s i n c e  t h e  f i r s t  

of t he  y e a r ;  t h a t  h e  had  not p e r f o r m e d  8n a u d i t  of t h e  Company; 

and  t h a t  h e  d i d  n o t  know w h e t h e r  t h e  excavator w a s  u s e d  i n  a n y  

buRincRs o t h e r  t h a n  t h e  u t i l i t y ' a  b u s i n e s s .  
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On direct  examina t ion ,  M r .  Veach t e s t i f i e d  t h a t  c o n t r i b u t e d  

p r o p e r t y  w a s  f irst  a s s i g n e d  t o  p r o p e r t y  h a v i n g  a t e n - y e a r  l i f e ;  

t h a t  t h e  e f f e c t  of t h i s  w a s  t o  r e d u c e  depreciat ion on t h i s  p r o p e r t y ;  

t h a t  t h e  o r i g i n a l  cost  w a s  e s t i m a t e d  where  a s y s t e m  w a s  p u r c h a s e d  

f rom a developer and t h e  d e v e l o p e r ' s  o r i g i n a l  cos t  w a s  n o t  known, 

b u t  d i d  n o t  e x p l a i n  t h e  methodology f o r  e s t i m a t i n g  these c o s t s ;  

t h a t  t h e  Company's accountant  p r i o r  t o  M r .  Boyd was Thomas S m i t h  

of C a l v e r t  C i t y  and  t h a t  Mr. S m i t h  had e s t ab l i shed  t h e  d e p r e c i a t i o n  

s c h e d u l e ;  a n d  t h a t  R e d  Wing was b e i n g  s u b s i d i z e d  by Veach 

Plumbing. 

On cross e x a m i n a t i o n ,  Mr. Veach t es t i f ied  t h a t  h e  w a s  

V i c e  P r e s i d e n t  o f  R e d  Wing U t i l i t y ;  t h a t  $ 7 , 1 0 0  had  been  

received a s  c o n t r i b u t i o n s  f rom G o l d e n  Acres S u b d i v i s i o n ;  t h a t  

$275,479 o f  $467 ,195  t o t a l  c o n s t r u c t i o n  costs w a s  a c t u a l l y  

received as c o n t r i b u t i o n s  i n  a id  of cons t ruc t ion ,  as shown on  

P a g e s  2 a n d  3 of t h e  i n f o r m a t i o n  p r o v i d e d  i n  r e s p o n s e  t o  t h e  

Commiss ion ' s  r e q u e s t ;  t h a t  p r o j e c t i o n s  of a d d i t i o n a l  cus tomers  

w e r e  based o n  a v e r a g e  b i l l i n g s  f o r  t h e  l a s t  f o u r  y e a r s  or 

d i s c u s s i o n s  w i t h  d e v e l o p e r s ;  t h a t  f i v e  homes i n  H o l i f i e l d  H e i g h t s  

c u r r e n t l y  o n  s e p t i c  t a n k s  c o u l d  n o t  be a d d e d  b e c a u s e  t h e y  are 

o u t s i d e  t h e  co l l ec t ion  s y s t e m ;  t h a t  $6,000 w a s  i n c l u d e d  as 

management fee f o r  M r .  Emmett Veach as S u p e r v i s o r  a n d  Manager 

o f  t h e  Company; t h a t  $13,370 f o r  l a b o r  and e x p e n s e s  w a s  p a i d  

p r i m a r i l y  t o  J e r r y  Veach  a n d  h i s  f a t h e r  as o p e r a t o r s  o f  t h e  

s y s t e m ;  t h a t  these f e e s  are paid o n  a n  a n n u a l  b a s i s ;  t h a t  h i s  

m o t h e r ,  Mrs. V e a c h ,  w a s  p a i d  a p p r o x i m a t e l y  $340 p e r  month for 

d o i n g  t h e  b i l l i n g  a n d  j o u r n a l  p o s t i n g ;  t h a t  Red Wing w a s  p a y i n g  

$750 per y e a r  f o r  o f f i c e  r e n t a l  t o  Veach P lumbing ;  t h a t  t h e  

e x c a v a t o r  had b e e n  p u r c h a s e d  because a t  t h a t  t i m e  i t  w a s  u s e d  

t o  c o n s t r u c t  c o l l e c t i o n  s y s t e m s  a n d  t r e a t m e n t  p l a n t s ;  t h a t  in 

h i s  o p i n i o n ,  t h e  cost  of t h e  e x c a v a t o r  was more t h a n  o f f s e t  

by t h e  s a v i n g s  i n  c o n s t r u c t i n g  t h e  p l a n t ;  t h a t  t h e  e x c a v a t o r  

was p u r c h a s e d  i n  F e b r u a r y ,  1 9 7 7 ;  t h a t  t h e  e x c a v a t o r  had  b e e n  

used t o  c o n s t r u c t  s y s t e m s  i n  F i e l d m o n t  a n d  H i g h l a n d  Club 

E s t a t e s  and  expand  three o ther  s y s t e m s ;  t h a t  t h e  e x c a v a t o r  w a s  
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ren ted  t o  o t h e r  contractors w i t h  o r  w i t h o u t  a n  o p e r a t o r ;  t h a t  

$6,334 h a d  been r e c o r d e d  as  a d m i n i s t r a t i v e  salary for J e r r y  Veach; 

t h a t  t h e  r e l a t i o n s h i p  b e t w e e n  G a t e w a y  V i l l a g e  D e v e l o p m e n t  a n d  

Red Wing is t h a t  blr. Emmet t  Veach owns b o t h  Companies ;  t h a t  t h e  

sewer s y s t e m  i n  t h e  Gateway S u b d i v i s i o n  was p u r c h a s e d  f rom 

G a t e w a y  U t i l i t y  C o r p o r a t i o n  and  Gateway Development C o r p o r a t i o n ;  

t h a t  no r e l a t i o n s h i p  e x i s t s  be tween t h e  o w n e r s  of R e d  Wing a n d  

these t w o  co rpora t ions ;  t h a t  N o t e  43-42 w a s  made t o  s e c u r e  

f i n a n c i n g  of e x p a n s i o n  of B l a n d v i l l e  West E s t a t e s ;  t h a t  

Note 49-33 w a s  secured for  c o n s t r u c t i o n  of c o l l e c t i o n  s y s t e m s  

and treatment p l a n t s  i n  u n d e v e l o p e d  s u b d i v i s i o n s  a n d  e x p a n s i o n  

of e x i s t i n g  s u b d i v i s i o n s ;  t h a t  t h e  cost of c o n s t r u c t i n g  B l a n d v i l l e  

West Es ta tes  w a s  $102 ,087  i n c l u d i n g  t h e  Ree-L S u b d i v i s i o n ;  

t h a t  t o t a l  c o n t r i b u t i o n s  received f rom t h e s e  s u b d i v i s i o n s  were 

$71,500; t h a t  c o n s t r u c t i o n  p l a n s  w e r e  d rawn u p  by a n  e n g i n e e r  

for t h e s e  s u b d i v i s i o n s ,  b u t  Red Wing d i d  n o t  r e q u i r e  t h e  e n g i n e e r  

t o  p r o v i d e  estimates of t h e  cost of c o n s t r u c t i n g  t h i s  e x p a n s i o n ;  

t h a t  he  d i d  n o t  know what  employees  w e r e  i n v o l v e d  i n  c o n s t r u c t i n g  

t h e  s y s t e m  i n  t h e s e  s u b d i v i s i o n s ;  t h a t  t h e  $ 7 1 , 5 0 0  r e p o r t e d  as 

c o n t r i b u t i o n s  h a v e  n o t  a l l  been  paid by t h e  d e v e l o p e r s  of these 

s u b d i v i s i o n s ;  t h a t  tap fees collected w e r e  u s e d  t o  p a y  t h e  

Company's cost  of o p e r a t i o n  i n  l i e u  of p a y i n g  off t h e  l o a n ;  

t h a t  i n  F i e l d m o n t  E s t a t e s ,  $78,000 in t a p  f e e s  has been r e c o r d e d  

a s  c o n t r i b u t i o n s  even  t h o u g h  a l l  t a p s  h a v e  n o t  been c o l l e c t e d ;  

t h a t  u n c o l l e c t e d  t a p s  are b e i n g  reported as n o t e s  r e c e i v a b l e ;  

t h a t  i n  G r e e n  A c r e s ,  c o n t r i b u t i o n s  of $ 7 5 , 4 0 0  i n  t h e  fo rm of 

t a p  f e e s  h a v e  a l l  been  c o l l e c t e d ;  t h a t  if a n  i n d e p e n d e n t  

c o n t r a c t o r  w i t h  a n  e x c a v a t o r  h a d  been  h i r e d  t o  p u t  i n  t h e  t w o  

s e w e r  s y s t e m s  i t  would  h a v e  cost as much t o  do o n e  s u b d i v i s i o n  

as it d id  t o  do t w o  s u b d i v i s i o n s  w i t h  t h e  company-owned 

e x c a v a t o r ;  t h a t  a t  t h i s  t i m e  R e d  Wing h a s  n o  p l a n s  for 

c o n s t r u c t i o n  of a d d i t i o n a l  t r e a t m e n t  p l a n t s  o r  c o l l e c t i o n  

s y s t e m s ;  t h a t  t h e  e x c a v a t o r  w i l l  be u s e d  f o r  o c c a s i o n r r l  

m a i n t e n a n c e  w h i c h  would n o t  n e c e s s a r i l y  s u b s t a n t i a t e  keep ing  

t h e  e x c a v a t o r ;  t h a t  t h e  G r e e n  A c r e s  t r e a t m e n t  f a c l l l t y  a n d  
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sys t em d e s i g n  would accommodate a p o p u l a t i o n  e q u i v a l e n t  of 

340, which is e q u i v a l e n t  t o  85 homes; t h a t  a p o s s i b i l i t y  of  

f o u r  more customers i n  Green Acres e x i s t s ;  t h a t  Roland  E s t a t e s ,  

a s u b d i v i s i o n  w i t h  28 l o t s ,  is a d j a c e n t  t o  G r e e n  Acres; t h a t  

t h e  number of c u s t o m e r s  c a n  f l u c t u a t e  above  or  b e l o w  design 

c a p a c i t y  of 85 homes; t h a t  t h e  number of c u s t o m e r s  t o  be added  

from Roland  E s t a t e s  h a s  been  approved  by t h e  S t a t e  D i v i s i o n  of 

Water Q u a l i t y ;  and  t h a t  t h e  B l a n d v i l l e  West t r e a t m e n t  p l a n t  

had  t o  be expanded  t o  add  Ree-L's customers. 

M r .  T. W. Rodgers, S e c r e t a r y  of Rowland Es t a t e s ,  I n c . ,  

o f f e r e d  t e s t i m o n y  c o n c e r n i n g  h i s  d e a l i n g s  w i t h  Red Wing C ' t i l i t y .  

H e  t e s t i f i e d  t h a t  Red Wing had been  p a i d  $5,416 by Rowland 

E s t a t e s ,  I n c .  t o  h e l p  d e f r a y  cost  of t h e  t r e a t m e n t  p l an t ;  and  

t h a t  Rowland donated t h e  l a n d  t h e  B l a n d v i l l e  West p l a n t  w a s  

b u i l t  on and g r a n t e d  f r e e  e a s e m e n t s ;  t h a t  a f t e r  f o r m a t i o n  of 

Rowland E s t a t e s ,  t h e  Company w a s  p a i d  $8,550 i n  S e p t e m b e r ,  1975, 

as t a p  fees for 9 l o t s ;  and  i n  A p r i l ,  1 9 7 9 ,  $15 ,200  w a s  

c o n t r i b u t e d  t o  pay  for i n c r e a s i n g  t h e  c a p a c i t y  up  t o  a l e v e l  

s u f f i c i e n t  t o  s e r v e  Green  Acres p l u s  28 l o t s  i n  Rowland 

Estates. 

H r .  C l y d e  H o l i f i e l d  p r e s e n t e d  t e s t i m o n y  a t  t h i s  h e a r i n g .  

H e  t e s t i f i e d  t h a t  h e  w a s  n o t  opposed t o  rates i n  t h e  r a n g e  of 

$12 t o  $15 per month ;  t h a t  c u r r e n t l y  i n  h i s  s u b d i v i s i o n  t h e r e  

are f i v e  h o u s e s  and  o n e  doub le -wide  t r a i l e r ;  t h a t  t h e  p o s s i b i l i t y  

e x i s t s  for 18 more customers; t h a t  houses In h i s  s u b d i v i s i o n  

would s e l l  for  from $26,500 t o  $30,000; t h a t  a ra te  o€ $12 t o  

$15 per month is  b a s e d  on what  h e  u n d e r s t a n d s  w i l l  be t h e  r a t e  

for a large sewage s y s t e m  i n  t h e  p l a n n i n g  stages a t  S e d a l i a ;  

and  t h a t  f i v e  h o u s e s  in Rowland E s t a t e s  are a c t u a l l y  hooked 

up  b u t  18 m o r e  c o u l d  b e  added .  

The t h i r d  h e a r i n g  in t h i s  matter w a s  h e l d  a t  Kentucky 

Dam Village, Gilbertsville, Kentucky.  S e v e r a l  of t h e  Company's 

customers and  s e v e r a l  of t h e  d e v e l o p e r s  i n  t h e  Company's 

sarvica arqa appcarod at tho h e n r l n u  t o  t e s t i f y  o n  t h i s  m a t t e r .  
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The f o l l o w i n g  testimony and  e v i d e n c e  were p r e s e n t e d  at t h a t  

h e a r i n g  : 

Mr. A l b e r t  H. A r r a n t ,  a customer l i v i n g  i n  t h e  Green  

Acres S u b d i v i s i o n  u r g e d  t h e  Commission t o  c o n s i d e r  t h e  f a c t  

t h a t  Veach Plumbing and  Red Wing U t i l i t y  w e r e  owned by t h e  same 

s t o c k h o l d e r s  and t h e  o p e r a t i o n s  w e r e  commingled;  t h a t  t h e  u t i l i t y  

had p u r c h a s e d  a n  e x c a v a t o r  wh ich  M r .  A r r a n t  t h o u g h t  w a s  

u n r e a s o n a b l e ;  t h a t  i f  t h e  Commission d i d  fix ra tes ,  t o  set thew 

s e p a r a t e l y  so t h a t  G r e e n  Acres would n o t  be f o r c e d  t o  s u b s i d i z e  

o t h e r  l e s s - d e v e l o p e d  s u b d i v i s i o n s ;  and  t h a t  t h e  Commission g i v e  

c o n s i d e r a t i o n  t o  t h e  t h i r d  p a r t y  b e n e f i c i a r y  a g r e e m e n t .  

Mr. T. W. Rodgers, S e c r e t a r y  of Rowland Es t a t e s ,  I n c . ,  

t e s t i f i e d  that 8 rate of $38.00 p e r  month would a b s o l u t e l y  

stop the sale  of any p r o p e r t y  i n  R o w l a n d  E s t a t e s ,  and  that 

s u f f i c i e n t  f u n d s  had  been  p a i d  t o  Red Wing t o  p r o v i d e  sewage 

t o  h i s  p r o p e r t y .  

Martha Walsh, a c u s t o m e r  i n  Green  Acres t e s t i f f e d  t h a t  

s h e  t h o u g h t  Green  Acres s h o u l d  be s e l f - s u f f i c i e n t  s i n c e  t h e  

s u b d i v i s i o n  is almost c o m p l e t e l y  d e v e l o p e d .  

Barbara Rankin  t e s t i f i e d  c o n c e r n i n g  t h e  d i f f i c u l t y  s h e  

had i n  o b t a i n i n g  service i n  1976 and t h a t  she c o u l d  never get 

Red Wing U t i l i t y  t o  come back after t h e  s e r v i c e  w a s  p r o v i d e d  and 

f i l l  up h o l e s  c a u s e d  by t h e  c o n s t r u c t i o n .  

Mr. R o b e r t  F r e n c h ,  a c u s t o m e r  i n  Golden Acres, t e s t i f i e d  

t h a t  a $38.00 ra te  would h i n d e r  deve lopment  i n  t h e  s u b d i v i s i o n  

and r e l a t e d  t h e  f a c t  t h a t  a n o t h e r  c u s t o m e r  had t a  r e m a i n  on  t h e  

s y s t e m  and  c o n t i n u e  p a y i n g  a mon th ly  sewer b i l l  even  though  h e  

was not using the s a n i t a r y  f ac i l i t i e s  due  t o  a fire. Accord ing  

to Mr. French, t h e  c u s t o m e r ' s  o n l y  a l t e r n a t i v e  w a s  to d i s c o n n e c t  

service and  pay a hook-up fee of $800 when s e r v i c e  w a s  

r e i n s t a t e d .  

L o r r a i n e  Klmbrell, IL d e v e l o p e r  of B l o n d v i l l e  West 

Estates, t e s t i f i e d  t h a t  i t  w a s  u n r e a s o n a b l e  t o  raise sewer 

rates when a s u b d i v i s i o n  w a s  only half c o m p l e t e d ;  t h a t  the sub- 

division would remain half completed if t h e  increase requested 
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was g r a n t e d ;  t h a t  w h i l e  n o t  c e r t a i n ,  it was h e r  o p i n i o n  t h a t  

the r e q u e s t e d  increase w a s  a major r e a s o n  t h a t  n o  l o t s  had 

been  sold s i n c e  t h e  increase w a s  r e q u e s t e d ;  t h a t  as  a p a r t  

of t h e  a g r e e m e n t  w i t h  R e d  Wing, e n t e r e d  i n  1976 ,  t h e  d e v e l o p e r  

p r o v i d e d  a l o t  for  t h e  t r e a t m e n t  p l a n t ;  t h a t  w i t h i n  30 d a y s  

the e x i s t i n g  19 cuetomers would pay  $700 t a p  fee or  I f  p a i d  

af ter  30 d a y s ,  t h e  f e e  would be $1200; t h a t  Red Wing a g r e e d  

t o  p r o v i d e  s e r v i c e  for r e m a i n i n g  l o t s  fo r  $36,400 t o  be paid 

$7,000 t h e  first y e a r ,  $ 1 0 , 5 0 0  t h e  s e c o n d  y e a r  and $7,000 

i n  t h e  t h i r d  a n d  s u b s e q u e n t  y e a r s  u n t i l  t h e  $36,500 w a s  

p a i d ;  that e x c e p t  f o r  o n e  l o t  a l l  fees had  been p a i d ;  t h a t  t h i s  

increase w i l l  c a u s e  t h e  s u b d i v i s i o n  to  die on t h e  vine; t h a t  

s h e  had n o t  seen t h e  excavator used i n  B l a n d v i l l e  Wes t ;  t h a t  

Veach 's  backhoe sa t  fo r  t w o  y e a r s  i n  t h e  same spot; t h a t  

c u r r e n t l y  there are 52 b u i l d i n g  l o t s  i n  B l a n d v i l l e  West on  which  

tap fees have been paid by h e r ;  and t h a t  t o t a l  c o n t r i b u t i o n s  i n  

t h e  form of t a p  fees would a p p r o x i m a t e  $ 7 1 , 5 0 0 .  

E r i n  C o u r t ,  CPA, t e s t i f i e d  o n  b e h a l f  of t h e  I n t e r v e n o r s  

from B l a n d v i l l e  West a n d  Gateway S u b i d i v i s i o n .  M r .  C o u r t  

t e s t i f i e d  t h a t  from h i s  r e v i e w  o f  t h e  d a t a  he had c o n c l u d e d  

t h a t  t h e  i n v e s t m e n t  I n  Gateway S u b d i v i s i o n  was e i t h e r  c o n t r i b u t e d  

by l o t  o w n e r s  o r  f i n a n c e d  by bor rowed f u n d s  a n d  t h a t  for t h i s  

r e a s o n  R e d  Wing had  a n e g a t i v e  i n v e s t m e n t  a n d  was d u e  no  p r o f i t  

u n t i l  enough fees c o u l d  be g e n e r a t e d  t o  pay  off  t h e  n o t e ;  t h a t  

t h e  numbers had  n o t  b e e n  a u d i t e d  by t h e  w i t n e s s ;  t h a t  $4,300 

for labor t o  o p e r a t e  Gateway seemed large t o  t h e  w i t n e s s ;  t h a t  

t h e  cap i ta l  allocated to B l a n d v i l l e  West of $150 ,390  is  $48,303 

greater t h a n  t h e  $102,087 shown as  t h e  cost of t h e  assets  i n  

t h e  d e p r e c i a t i o n  s c h e d u l e ;  t h a t  s o m e  of t h e  salaries charged 

to expense may be more properly capitnlized; that hc would be 

curious t o  know why an e x c a v a t o r  w a s  n e e d e d  for t h e s e  o p e r a t i n g  

s y s t e m s ;  and  t h a t  h e  is par t  o w n e r  i n  Gateway L a n e s  Bowl ing  A l l e y .  

On cross he  t es t i f ied  t h a t  major a d j u s t m e n t s  made i n  

p r i o r  y e a r s  seemed t o  b r ing  t h e  a c c o u n t i n g  s y s t e m  i n t o  c o m p l i a n c e  

with g e n e r a l l y  a c c e p t e d  a c c o u n t i n g  p r i n c i p l e s  e x c e p t  for t h e  

question of u n d e r - c a p i t a l i z a t i o n  of wages ;  t h a t  i f  the Company 
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was a c c r u i n g  salar ies  o n  t h e  books  b u t  p a y i n g  p a y r o l l  t a x e s  

on  t h e  bas i s  of c a s h  p a y r o l l  a n d  t h a t  t h i s  factor could 

e x p l a i n  why p a y r o l l  t a x e s  had n o t  been p a i d .  

Victor Powell, V i c e  P re s iden t  of t h e  Bank of B e n t o n ,  

testified t h a t  a ra te  increase of t h e  m a g n i t u d e  r e q u e s t e d  

would be d e t r i m e n t a l  to  Gateway and  t h e  area s u r r o u n d i n g  i t ;  

t h a t  sales of homes would be a f f e c t e d  a n d  maybe even  commercial 

p r o p e r t i e s ;  t h a t  p r o p e r t y  v a l u e s  would h a v e  t o  decrease to 

some e x t e n t ;  a n d  t h a t  t h e  r e q u e s t e d  increase would g r e a t l y  

stymie f u t u r e  deve lopmen t  of Gateway. 

Jimmy Wammack, a h o m e b u i l d e r  and contractor a t  

Drafenville, testified t h a t  h e  had t w o  a p a r t m e n t s  a n d  a 

home i n  t h e  Gateway S u b d i v i s i o n :  t h a t  he  w a s  n o t  p l a n n i n g  

any f u r t h e r  deve lopmen t  i n  Gateway b e c a u s e  of t h e  ra te  

i n c r e a s e .  

B e t t y  H a l e y ,  E x e c u t i v e  Director for t h e  M a r s h a l l  County  

Chamber of Commerce, t es t i f ied  t h a t  i n  h e r  c a p a c i t y  s h e  had  

o b s e r v e d  t h e  deve lopmen t  of t h e  Gateway S u b d i v i s i o n ;  t h a t  t h e  

r e q u e s t e d  i n c r e a s e  would s t o p  r e s i d e n t i a l  and  e s p e c i a l l y  

b u s i n e s s  deve lopmen t  i n  t h e  a r e a ;  t h a t  Red Wing b i l l s  in advance 

and c h a r g e s  p e n a l t y  €or l a t e  payment ;  t h a t  t h e  b u s i n e s s  ra te  

will be $114 per m o n t h  if t h e  r e q u e s t e d  rates are a p p r o v e d ;  

t h a t  t h e  deve lopmen t  in t h i s  area s h o u l d  n o t  be h a l t e d  so 

t h a t  Red Wing can expand  or some o t h e r  s u b d i v i s i o n  c a n  be 

d e v e l o p e d ;  t h a t  w h i l e  t h e  Chamber of C o m m e r c e  Only  p a y s  $15 

per month,  o the r  b u s i n e s s e s  p a y  $30, $20, a n d  i n  case of 

c e r t a i n  a p a r t m e n t s  $10 per m o n t h ;  and t h a t  o n e  c u s t o m e r ,  a 

Mr. Washburn, had t o  c o n t i n u e  p a y i n g  a $25 a month sewage b i l l  

during a s i x  months  period when t h e  service s t a t i o n  w a s  out 

of b u s i n e s s  due t o  a f i re .  

Mr. R .  L.  Nimmo, a d e v e l o p e r  of t h e  Ree-L E s t a t e s ,  

t e s t i f i e d  t h a t  h e  was subpoenaed ;  t h a t  i n  1976 he had  e n t e r e d  

i n t o  a n  ag reemen t  w i t h  Mr. Veach for Red Wing t o  e x t e n d  s e r v i c e  

to Ree-L E s t a t e s ;  t h a t  Ree-L E s t a t e s  c o n t a i n s  22 lots and is 

located west of B l a n d v i l l e  West; t h a t  $18,050.00 was p a i d  f o r  
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19 taps  t $950.00 per t a p ;  t h a t  h l r .  Veach  had  been  p i d  t h e  

money f o r  t h e s e  t a p s  a y e a r  b e f o r e  s e r v i c e  w a s  f i n a l l y  i n s t a l l e d ;  

t h a t  no  h o u s e s  h a v e  been  b u i l t  to d a t e ;  a n d  t h a t  $38 per m o n t h  

for s e w e r  s e r v i c e  would p r o b a b l y  c a u s e  people t o  h a v e  s e c o n d  

t h o u g h t s  a b o u t  locat ing i n  Ree-L E s t a t e s .  

Mr. Troy T r u i t t ,  P r e s i d e n t  of t h e  F i r s t  L i b e r t y  Bank i n  

C a l v e r t  C i t y ,  t e s t i f i ed  t h a t  t h e  bank  had  s e r v i c e d  a l o a n  t o  

Red Wing which w a s  g u a r a n t e e d  90% by t h e  Small B u s i n e s s  

A d m i n i s t r a t i o n  (SBA); t h a t  as of August 18, SBA had p u r c h a s e d  

90% of t h e  l o a n  from t h e  bank ;  t h a t  t h e  o r i g i n a l  amount of t h e  

l o a n  w a s  $260,000.00; t h a t  10% of t h e  o u t s t a n d i n g  l o a n  balance 

is still owed t o  t h e  F i r s t  L i b e r t y  Bank w h i c h  amounts  t o  

$25,133.77; t h a t  h e  d i d  n o t  know Commission a p p r o v a l  of t h e  

l o a n  w a s  r e q u i r e d ;  t h a t  t h e  b a n k ' s  p o r t i o n  of t h e  l o a n  h a s  been  

c h a r g e d  off  a n d  t h a t  a t  t h e  p r e s e n t  t i m e  no steps h a v e  been 

t a k e n  t o  collect  t h e  10% owed F i r s t  L i b e r t y  b u t  t h a t  t h e  bank  

w i l l  w o r k  w i t h  SBA o n  c o l l e c t i o n ;  t h a t  t h e  o r i g i n a l  loan was 

made on March 23, 1 9 7 7 ;  t h a t  t h e  proceeds f rom t h e  $260,000 

loan w e r e  t o  be u s e d  t o  p u r c h a s e  (1) t h r e e  parcels of l a n d  for 

$15,000; (2) t h r e e  sewage t r e a t m e n t  p l a n t s  for $133 ,000 ;  

(3) a C a s e  880 E x c a v a t o r ,  a Dodge t r u c k ,  and a Dodge one - ton  

f l a t  bed t r u c k  f o r  $57,000; ( 4 )  retire t w o  Bank of B e n t o n  no te s  

for $35,000; ( 5 )  o p e r a t i n g  e x p e n s e s  of t h e  b u s i n e s s ,  $20,000; 

t h a t  t h e  loan w a s  s e c u r e d  by t h e  t h r e e  p a r c e l s  of l a n d ,  t h e  

equipment  p u r c h a s e ,  a n d  second m o r t g a g e s  o n  real e s t a t e ;  t h a t  

a n o t e  w i t h  face amount of $30,000 w i t h  a b a l a n c e  d u e  of $27,000 

was h e l d  by  F i r s t  L i b e r t y  a n d  was separate f rom t h e  $260,000 

l o a n ;  that he d id  n o t  know w h e t h e r  t h e  Bank of Benton  no te s  

w e r e  created by debts f r o m  o p e r a t i o n  of t h e  s e w a g e  system o r  

w e r e  s o m e  u n r e l a t e d  business debt; t h a t  t o  h i s  knowledge  n o n e  

of t h e  p r o c e e d s  from t h e  $260,000 l o a n  w e r e  u s e d  t o  pay  off 

a $13,228.80 debt owed t o  C l y d e  H o l i f i e l d ;  that a p p r o x i m a t e l y  

f o u r  of t h e s e  p r o j e c t s  w e r e  c o v e r e d  by a t h i r d  p a r t y  b e n e f i c i a r y  

a g r e e m e n t ;  and t h a t  i f  Red Wing U t i l i t y  became i n s o l v e n t  t h e  

b a n k ,  together w i t h  SBA, would  h a v e  t o  t a k e  o v e r  t h e s e  s y s t e m s .  
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M r .  Joe Wamble, a c u s t o m e r  i n  t h e  B l a n d v i l l e  West 

E s t a t e s  t e s t i f i e d  t h a t  h e  w a s  r e t i r e d ;  t h a t  t h e  I n c r e a s e  

r e q u e s t e d  w a s  o u t r a g e o u s ;  t h a t  people i n  B l a n d v i l l e  West c a n n o t  

afford t o  pay  t h a t  k i n d  of r a t e ;  t h a t  as  a r e s u l t  of t h e  rate 

i n c r e a s e  proposal t h e  p r ice  of real es ta te  h a s  been l o w e r e d ;  

t h a t  t h e  e x c a v a t o r  had  been  i d l e  for a p p r o x i m a t e l y  a y e a r ,  j u s t  

s i t t i n g  o n  a v a c a n t  l o t  i n  B l a n d v i l l e  W e s t .  

C l y d e  H o l i f i e l d ,  d e v e l o p e r  of H o l l f l e l d  H e i g h t s  

S u b d i v i s i o n ,  t es t i f ied  t h a t  Red Wing operated a sewage t r e a t m e n t  

f a c i l i t y  i n  t h a t  s u b d i v i s i o n ;  t h a t  s i x  homes were c u r r e n t l y  o n  

t h e  s y s t e m ;  t h a t  h e  h a d  f u n d e d  t h e  c o n s t r u c t i o n  of t h e  s y s t e m ;  

t h a t  h e  l o a n e d  $12,500 t o  R e d  Wing for t h e  p u r p o s e  of b u i l d i n g  

t h e  t r e a t m e n t  p l a n t  and  t h e  c o l l e c t i o n  s y s t e m ;  t h a t  t o  h i s  

knowledge h e  w a s  paid o u t  of t h e  SBA l o a n  proceeds by t h e  

Company's a t t o r n e y ;  t h a t  Red Wing or its r e p r e s e n t a t i v e s  had  

n e v e r  i n d i c a t e d  t h e  s y s t e m  cos t  $28,000; t h a t  t h e  ra te  

agreed to w a s  $8.00 p e r  month ;  t h a t  R e d  Wing had  r e f u s e d  n e w  

customer hook-ups a n d  Red Wing had  c a u s e d  t h e  s y s t e m  to s h u t  

down by p o u r i n g  concrete i n  t h e  m a i n s ;  t h a t  t h e  s y s t e m  had 

s t o p p e d  up, one of t h e  customers had u n s t o p p e d  it a n d  r e c e i v e d  

a bill f rom R e d  Wing fo r  u n s t o p p i n g  t h e  l i n e ;  t h a t  t h e  

G r a v e s  County  H e a l t h  D e p a r t m e n t  f r e q u e n t l y  had t o  s h u t  t h e  

treatment p l a n t  down for a p e r i o d  of t w o  weeks, once for  six 

weeks; t h a t  h o u s e s  b u i l t  i n  t h a t  s u b d i v i s i o n  would be w o r t h  

$25,000 t o  $30,000; t h a t  c u r r e n t  h o m e  o w n e r s  h a v e  i n d i c a t e d  

t h a t  t h e y  w i l l  try t o  s e l l  a n d  m o v e  i f  t h e  $38 per m o n t h  rate 

is a p p r o v e d ;  a n d  t h a t  h e  d id  n o t  know mains were filled with 

c o n c r e t e  dae t o  nonpayment of m o n t h l y  c h a r g e s  u n t i l  a f t e r  t h e  

sewage p l a n t  was closed. 

Robert Woodsmall ,  B d e v e l o p e r  of Highland Club E s t a t e s ,  

t e s t i f i e d  t h a t  t h e  developers Rgreod t o  p u t  in t h e  syRtcm and 

g i v e  i t  t o  R e d  Wing; t h a t  a rate of $12 per  m o n t h  w a s  a g r e e d  

on; t h a t  t h e  s u b d i v i s i o n  w a s  100% r e s i d e n t i a l ;  t h a t  t h e  s y s t e m  
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was rated t o  h a n d l e  35 l o t s  and  c u r r e n t l y  e i g h t  h o u s e s  w e r e  

r e c e i v i n g  s e r v i c e ;  t h a t  t o  h i s  knowledge  a l l  c o n s t r u c t i o n  cos t s  

of the H i g h l a n d  C l u b  s y s t e m  was p a i d  by H i g h l a n d  C l u b ;  t h a t  

there was n e v e r  a n y  m e n t i o n  of a n  a d d i t i o n a l  $7,560 be ing  r e q u i r e d  

for t h e  s y s t e m ;  t h a t  a l i f t  s t a t i o n  had n o t  b e e n  p u t  i n  a n d  

damage had  r e s u l t e d ;  t h a t  H i g h l a n d  C l u b  had t o  remove w a s t e ,  

i .e . ,  trees a n d  o the r  d e b r i s  from c o n s t r u c t i o n  of t h e  t r e a t m e n t  

p l a n t ;  t h a t  t h e  treatment p l a n t  had  n o t  been l a n d s c a p e d ;  t h a t  

t h e  c o n t r a c t  t o  i n s t a l l  t h e  t r e a t m e n t  plant at Highland C l u b  

E s t a t e s  was s i g n e d  i n  May of 1 9 7 8 ;  t h a t  work began  i n  S e p t e m b e r ,  

1978; t h a t  t h e  t r e a t m e n t  p l a n t  w a s  i n  o p e r a t i o n  i n  December '79;  

t h a t  t h e  c o n t r a c t  f o r  c o n s t r u c t i o n  w a s  w i t h  Veach P lumbing ;  

t h a t  $13,000 was i n v o i c e d  t o  H i g h l a n d  C l u b  as p i p e , b u t  o n l y  $6,000 to 

$6,500 was u s e d  i n  H i g h l a n d  C l u b  w i t h  t h e  o ther  $7,000 of p i p e  

being used i n  another s u b d i v i s i o n ;  a n d  t h a t  h o u s e s  i n  t h a t  

s u b d i v i s i o n  were p r i c e d  from $60,000 to$175,000. 

Mr. Reid H e a r n ,  a r e s i d e n t  of H i g h l a n d  C l u b  E s t a t e s ,  

t e s t i f i e d  t h a t  h e  moved i n t o  h i s  p r e s e n t  r e s i d e n c e  i n  December, 

1979; t h a t  the s y s t e m  w a s  c o n n e c t e d ,  b u t  n o t  f u n c t i o n i n g ;  t h a t  

sewage on t h e  g r o u n d  c a u s e d  a c a v e - i n  three feet w i d e  a n d  

100 feet l o n g  a n d  damaged h i s  d r i v e w a y .  

Mr. Jerry F e a t h e r s t o n e ,  Adminis t ra tor  of t h e  Graves 

County  Health D e p a r t m e n t ,  t es t i f ied  t h a t  he had r e c e i v e d  

numerous c o m p l a i n t s  r e g a r d i n g  t h e  s e r v i c e  p r o v i d e d  by R e d  

Wing a n d  had  m a d e  numerous t r i p s  t o  H o l i f i e l d  H e i g h t s  

and  H i g h l a n d  C l u b  Estates  S u b d i v i s i o n s ;  t h a t  t h e  c u s t o m e r s  

of H o l i f i e l d  H e i g h t s  had e n c o u n t e r e d  h e a l t h  h a z a r d s  when 

t h e i r  s y s t e m  was b a c k e d  up o r  t u r n e d  o f f ;  t h a t  at H i g h l a n d  

C l u b  E s t a t e s  t h e  l i f t  s t a t i o n  seemed t o  b r e a k  e v e r y  t w o  t o  

three weeks; t h a t  2 n e c e s s a r y  l i f t  s t a t i o n  was n o t  i n s t a l l e d ;  

a n d  t h a t  c o m p l a i n t s  had  been received f rom the c o u n t r y  c l u b  

served by Red Wing. 
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M r .  J e r r y  Veach, V i c e  P r e s i d e n t  o f  Red Wing, w a s  cross 

examined f u r t h e r  a t  t h i s  h e a r i n g  a n d  t e s t i f i e d  t h a t  h e  w a s  n o t  

aware Commission approval w a s  r e q u i r e d  f o r  t h e  $260,000 n o t e ;  

t h a t  h e  would p r o v i d e  e v i d e n c e  t h a t  Red Wing p u r c h a s e d  t h e  

t r e a t m e n t  p l a n t  i n s t a l l e d  a t  Golden  A c r e s ;  t h a t  t h e  excavator 

is ren ted  f o r  $45 p e r  hour when t h e r e  is a renter ;  t h a t  h e  

is Vice President  of Veach Plumbing Company; t h a t  t h e  excavator 

is used e x t e n s i v e l y  i n  t h e  p lumbing  b u s i n e s s ;  t h a t  h e  had 

n o t  d r a w n  a n y  s a l a r y  f rom Red Wing, it w a s  a l l  a c c r u e d ;  t h a t  

h e  does some m a i n t e n a n c e ,  some t e s t i n g  and  s o m e  book work;  

t h a t  h e  a v e r a g e d  better t h a n  t w e n t y  h o u r s  p e r  week f o r  Red 

Wing; t h a t  it w a s  a l l  b o o k k e e p i n g  i n  t h e  e a r l y  p a r t  o f  

t h e  y e a r  a n d  a l l  m a i n t e n a n c e  i n  t h e  w i n t e r  m o n t h s ;  t h a t  h i s  

mo the r  d i d  about 20 h o u r s  p e r  week bookkeep ing  work; t h a t  

h i s  dad d i d  m o s t l y  o p e r a t i o n  a n d  m a i n t e n a n c e  work a n d  s p e n t  

a b o u t  t h i r t y  h o u r s  a week or better o n  Red Wing; t h a t  t h e  

m a i n t e n a n c e  man was no longe r  employed ;  t h a t  t h e  n o t e s  owed 

t h e  Bank of B e n t o n ,  which  w e r e  p a i d  o f f  f rom t h e  p r o c e e d s  of 

t h e  $260,000 l o a n ,  arose f rom t h e  p u r c h a s e  of t h e  Golden  Acres 

S u b d i v i s i o n  for $17 ,225 .35  and  t h e  Gateway t r e a t m e n t  f a c i l i t i e s  

for  $20,023.28; t h a t  t h e  f u n d s  p r o v i d e d  by h l r .  H o l i f i e l d  f o r  t h e  

s y s t e m  a t  H o l i f i e l d  H e i g h t s  w a s  o n l y  p a r t i a l  f i n a n c i n g ;  a n d  

t h a t  i f  t h e  increase is g r a n t e d  t h e r e  w i l l  be no  f u r t h e r  

development in these subdivisions. 

T h i s  case p r e s e n t s  some d i f f i c u l t  a n d  p e r p l e x i n g  

p rob lems  for t h i s  Commission. The q u a l i t y  of t h e  f i n a n c i a l  

and accounting d a t a  p r e s e n t e d  i n  this case leaves much t o  be 

desired. The Company p r e s e n t e d  t h e  t e s t i m o n y  of i t s  CPA. 

Xiowever, t h i e  w i t n e s s '  t e s t i m o n y  w a s  of l i t t l e  v a l u e  s i n c e  

t h e  w i t n e s s  warn b a s l c a l l y  u n f a m i l i a r  w i t h  the Company's 

o p e r a t i o n s  and had  n o t  a u d i t e d  t h e  Company's r e c o r d s .  I n  s h o r t ,  

it a p p e a r s  t h a t  t h e  s e r v i c e s  p r o v i d e d  b y  the CPA only amounted 

t o  a d v i s i n g  Red Wing on  ways of a l l o c a t i n g  cos t s  t o  t h e  

several of t h e  s u b d i v i s i o n s .  The I n t e r v e n o r s  f rom B l a n d v l l l e  

W e s t  a n d  Gateway S u b d i v i s i o n s  p r e s e n t e d  a CPA whose a n a l y s i s  

was l i m i t e d  t o  data f i l e d  by t h e  Company. C o n s e q u e n t l y ,  

t h i s  w i t n e s s  ra ised many q u e s t i o n s  bu t  o f f e r e d  f ew answers .  
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A f t e r  r e v i e w i n g  t h e  c o n d i t i o n  of R e d  Wing ' s  f i n a n c i a l  r e c o r d s ,  

t h e  A t t o r n e y  G e n e r a l  d i d  n o t  b e l i e v e  i t  would be p o s s i b l e  for 

t h e  Commission t o  set  8 fair ra te .  I n  f i x i n g  a reasonable 

r a t e ,  t h e  Commission m u s t  examine  a c t u a l  test y e a r  e x p e r i e n c e  

and  s t u d y  it t o  d e t e r m i n e  t h e  r e l i a b l e n e s s  of t h a t  e x p e r i e n c e  

as a n  i nd ica t ion  of what  a r e a s o n a b l e  c h a r g e  f o r  a p a r t i c u l a r  

o p e r a t i n g  e x p e n s e  m i g h t  be and what  a reasonable p r o v i s i o n  

for o p e r a t i n g  r e v e n u e s  m i g h t  be.' 

r e l i a b l e n e s s  of t h e  f i n a n c i a l  data p r e s e n t e d .  First, it appears 

t h a t  t h e  funds of Veach Plumbing  and R e d  Wing U t i l i t y  h a v e  been 

The Commission questions t h e  

commingled t o  some e x t e n t  and t h e  basis  f o r  a l loca t ing  o p e r a t i n g  

e x p e n s e s  common t o  b o t h  R e d  Wing a n d  Veach Plumbing  is q u e s t i o n -  

able. " [ C ! o s t s  i n f l a t e d  by i m p r o p e r  charges or i n j u d i c i o u s  

e x p e n d i t u r e s  are n o t  c o n c l u s i v e  a n d  m e r e  a c t u a l i t y  of e x p e n s e  

does n o t  es tabl ish its ' r e a s o n a b l e n e s s  . . . p r o p r i e t y  o r  

n e c e s s i t y .  'I2 S e c o n d ,  the Company n e v e r  s a t i s f a c t o r i l y  answered  

t h e  q u e s t i o n  of w h e t h e r  o r  n o t  it w a s  p r o p e r l y  c a p i t a l i z i n g  

wages of employees  engaged  i n  c o n s t r u c t i o n .  T h i r d ,  t h e  Company 

has o v e r  t h e  pas t  s e v e r a l  years  e i ther  a c c r u e d  o r  p a i d  fees 

for a c c o u n t i n g  s e r v i c e s  to its owners  a n d  o u t s i d e  a c c o u n t a n t s  

bu t  w a s  n o t  i n  t h i s  d o c k e t  able t o  p r e s e n t  c l e a r l y  t h e  o p e r a t i n g  

costs of R e d  Wing U t i l i t y ,  p a r t i c u l a r l y  as they re lated t o  

t r a n s a c t i o n s  be tween  t h e  Company a n d  V e a c h  P lumbing .  I t  I s  a 

well-settled r e g u l a t o r y  p r i n c i p l e  t h a t  waste  is c h a r g e a b l e  t o  

a u t i l i t y ' s  s t o c k h o l d e r s ,  n o t  i ts customers. The Commiss ion  

h a s  a l so  n o t e d  t h a t  Veach P lumbing  and  Red Wing h a v e  t h e  same 

3 

o w n e r s .  

The Commission b e l i e v e s  u n d e r  c o m p e t e n t  a n d  d e d i c a t e d  

management t h e  above a c c o u n t i n g  p r o b l e m s  could be overcome. 

However, t h e  C o m m i s s i o n  b e l i e v e s  t h a t  s e r i o u s  errors i n  t h e  

'Re T e r r y v i l l e  Water Company, C o n n e c t i c u t  P u b l i c  

2 

3 

U t i l i t i e s  Commission, Docket  No. 8606 (1952). 

of New Hampsh i re ,  95 Ny 35378 PUR NS 67 ,78 ,64  A2d 9 (1949). 
N e w  Eng land  T e l e p h o n e  a n d  Telegraph  Company V. S t a t e  

C o n s u m e r s  Power Company 1 4  PUR 4 t h l , 4 3  ( 1 9 7 6 ) .  
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f i n a n c i a l  management a n d  e x p a n s i o n  of t h e  s y s t e m  have  created 

a s i t u a t i o n  where in  t h e  a b i l i t y  of t h e  Company t o  c o n t i n u e  as 

a v i a b l e  economic e n t i t y  able t o  p r o v i d e  s e r v i c e  a t  r e a s o n a b l e  

rates is v i r t u a l l y  n o n - e x i s t e n t .  T h i s  1s most c l e a r l y  e v i d e n t  

from t h e  Company's r e q u e s t  t o  i n c r e a s e  i ts rates  f r o m  $8.00 t o  

$38.00 per month.  " A  u t i l i t y  must  be e f f i c i e n t l y  and  economi- 

c a l l y  managed a n d  o p e r a t e d  as  a c o n d i t i o n  t o  t h e  e x e r c i s e  o f  

i ts  r i g h t  t o  impose rates a d e q u a t e  t o  c o v e r  t h e  f u l l  cost o f  

service." I n  r e a c h i n g  t h e  c o n c l u s i o n  t h a t  Red Wing is 

c u r r e n t l y  u n a b l e  t o  p r o v i d e  a d e q u a t e  service f o r  r e a s o n a b l e  

rates,  t h e  Commission has c o n s i d e r e d  t h e  p rob lems  which  have  

b r o u g h t  t h i s  Company t o  t h e  b r i n k  o f  i n s o l v e n c y .  The f i r s t  

problem is o n e  of e x p a n d i n g  s e r v i c e  t o  new areas w i t h o u t  r e g a r d  

t o  t h e  a b i l i t y  of t h e  Company t o  m a i n t a i n  i ts f i n a n c i a l  i n t e g r i t y .  

For example, Company w i t n e s s  J e r r y  Veach t e s t i f i e d  t h a t  e n g i -  

n e e r i n g  p l a n s  for  t h e  system were drawn u p  but t h a t  the e n g i n e e r  

w a s  n o t  r e q u i r e d  t o  provide cos t  estimates f o r  p r o p o s e d  e x p a n s i o n .  

Wi thou t  t h e  cost  estimates, management c o u l d  n o t  d e t e r m i n e  

w h e t h e r  t h e  expansion w a s  f e a s i b l e  and s h o u l d  be u n d e r t a k e n .  

T h e r e f o r e ,  management abdicated its r o l e  and d i s p l a y e d  a 

r e c k l e s s n e s s  wh ich  c a n  o n l y  be characterized a s  imprudence .  

In a smal l  company s u c h  as Red Wing, t h i s  t y p e  p l a n n i n g  is 

c i r t ica l  t o  its economic  s u r v i v a l .  

4 

S e c o n d l y ,  i t  is a p p a r e n t  t h a t  t h e  Company d i d  n o t  comply 

w i t h  KRS 278,020, KRS 278.300 a n d  Commission r e g u l a t i o n s  w h i c h  

c l e a r l y  r e q u i r e  sewage u t i l i t i e s  t o  a p p l y  t o  t h e  Commission 

for a c e r t i f i c a t e  of c o n v e n i e n c e  a n d  n e c e s s i t y  a u t h o r i z i n g  new 

c o n s t r u c t i o n  a n d  approval of new debt and e q u i t y  f i n a n c i n g s  of 

u t i l i t l o f i .  Thua,  the Company, w i t h  t h e  b a c k i n g  of t h e  S m a l l  

B u s i n e s s  A d m i n i s t r a t i o n ,  bor rowed $260,000 from t h e  F i r s t  

L i b e r t y  Bank i n  C a l v e r t  C i t y  t o ,  among o t h e r  t h i n g s ,  expand i t s  

e x i s t i n g  s y s t e m ,  b u i l d  three t r e a t m e n t  p l a n t s ,  buy an  excavator 

for t h e  u t i l i t y  and pay o f f  several  o u t s t a n d i n g  notes. Although 

when Red Wing a p p l i e d  for t h e  l o a n  t h e y  e x p l a i n e d  t h e y  would 

spend  $15,000 t o  a c q u i r e  t h r e e  (3) parcels of l a n d ,  t h e  

41d., 38.  
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i n f o r m a t i o n  R e d  Wing s u p p l i e d  t h e  Commission does n o t  i n d i c a t e  

any  f u n d s  w e r e  s p e n t  f o r  t h a t  p u r p o s e .  I n  a d d i t i o n ,  it a p p e a r s  

t h a t  $15,000 - $20,000 w a s  s p e n t  o n  " o p e r a t i n g  e x p e n s e s " ,  b u t  

R e d  Wing d i d  n o t  e x p l a i n  w h i c h  e x p e n s e s  w e r e  p a i d  w i t h  t h e  

f u n d s  borrowed. 

"I t  is r e a s o n a b l e  t o  c o n c l u d e  t h a t  t h e  Company's c o m p l e t e  

d i s r e g a r d  f o r  t h e  e v e n t u a l  f i n a n c i a l  c o n s e q u e n c e s  w a s  t o  its 

belief t h a t  a n y  costs  i n c u r r e d  c o u l d  be p a s s e d  a long  t o  t h e  

c u s t o m e r ,  w i t h o u t  r e g u l a t o r y  s c r u t i n y .  The Commission h a s  

c o n s i d e r e d  t h e  c i r c u m s t a n c e s  s u r r o u n d i n g  t h e  p u r c h a s e  of t h e  

e x c a v a t o r .  The  Company w i t n e s s  s ta tes  t h a t  w i t h  t h e  e x c a v a t o r ,  

it c o u l d  c o n s t r u c t  t w o  s y s t e m s  for t h e  s a m e  price it would cost 

t o  c o n s t r u c t  o n e  s y s t e m  by c o n t r a c t .  However, n o  c o m p a r i s o n  

o r  s t u d y  of t h e  cost u n d e r  t h e  t w o  methods was p r o v i d e d  t o  s u p p o r t  

t h i s  s t a t e m e n t  of t h e  w i t n e s s .  Numerous c u s t o m e r s  of t h e  u t i l i t y  

t e s t i f l e d  t h a t  f r o m  t h e i r  o b s e r v a t j o n ,  t h c  e x c a v a t o r  was i d l e  

more t h a n  it w a s  i n  u s e .  R e d  W i n g ' s  consumers  cannot,  be e x p e c t e d  

t o  pay  a ra te  which  i n c l u d e s  t h e  cost  of a n y  f a c i l i t y  which  h a s  

n o t  been  a c t u a l l y  u s e d  f o r  t h e  p r o d u c t i o n  of s e r v i c e  t o  t h o s e  

consumers .6  A d d i t i o n a l l y ,  M r .  Veach does n o t  e x p e c t  any  

s i g n i f i c a n t  g r o w t h  t h a t  would j u s t i f y  t h i s  p i e c e  of equ ipmen t  

p r o s p e c t i v e l y .  I t  s h o u l d  be n o t e d  t h a t  t h e  C o m m i s s i o n  h a s  a 

d u t y  t o  a u t i l i t y ' s  r a t e p a y e r s  t o  p r e v e n t  a u t i l i t y  f r o m  p a s s i n g  

cm t h e  u n r e a s o n a b l e  cos t s  of ma te r i a l s  a n d  s u p p l i e s . '  

C o m m i s s i o n  b e l i e v e s  t h i s  t y p e  o f  f i n a n c i a l  management,  which  

a p p a r e n t l y  g a v e  no  regard t o  t h e  i m p a c t  o n  t h e  ra tes  of e x i s t i n g  

a n d  f u t u r e  c u s t o m e r s  of e x p a n d i n g  its service area and  purchasing 

The 

equ ipmen t  s u c h  as t h e  e x c a v a t o r ,  is s i m p l y  i r r e s p o n s i b l e .  Unwise 

e x p a n s i o n  might have b e e n  a v e r t e d  i f  t h e  Company had  p r o p e r l y  

sought c e r t i f i c a t i o n  of t h e  new c o n s t r u c t i o n  whereby t h e  C o m m i s s i o n  

would have  had  t h e  o p p o r t u n l t y  t o  e v a l u a t e  t h e  n e w  i n d e b t e d n e s s  

proposed by Red Wing. 

51d., 39. 
6Gulf States U t i l i t y  Company V. L o u i s i a n a  P u b l i c  S e r v i c e  

71n re. Lakewood Water and P o w e r  Company, 21 PUR 3d 1 0 3 ,  
Commission, 364 So 2d 1266  (1978).  

105 (1957). 
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The Company's management h a s  n o t  s o u g h t  t o  p romote  a n y  

t y p e  o f  r e a s o n a b l e  p u b l i c  r e l a t i o n s  w i t h  i ts c u s t o m e r s .  T h e r e  

are t w o  cases which  c l e a r l y  d e m o n s t r a t e  t h i s  p o i n t .  When t h e  

cus tomers  i n  H o l i f i e l d  E s t a t e s  r e f u s e d  t o  p a y  t h e i r  b i l l s ,  

instead of p u r s u i n g  a p p r o p r i a t e  legal remedies t o  collect t h e  

f e e s  o r  d i s c o n n e c t i n g  t h e  service t a p ,  t h e  Company a p p a r e n t l y  

p r o c e e d e d  t o  pour t h e  m a i n s  f u l l  o f  c o n c r e t e .  T h i s  is e x a c t l y  

t h e  t y p e  of abuse t h e  Supreme C o u r t  i n t e n d e d  t o  e l i m i n a t e  when 

t h e  Court determined t h a t ,  " A  p u b l i c  u t i l i t y  w i l l  n o t  be 

p e r m i t t e d  t o  i n c l u d e  n e g l i g e n t  or w a s t e f u l  losses among i ts  

o p e r a t i n g  c h a r g e s .  '" Anothe r  example  of Red W i n g ' s  p o o r  management 

w a s  t h e  Company's f a i l u r e  t o  i n s t a l l  a l i f t  s t a t i o n  which  it 

knew was r e q u i r e d  t o  s e r v i c e  a M r .  Hea rn  i n  H i g h l a n d  C l u b  Estates .  

Thus ,  t h e  Company h a s  u n r e a s o n a b l y  and i m p r u d e n t l y  a d d e d  t o  i ts  

costs ,  t h e r e b y  weaken ing  t h e  Company's f i n a n c i a l  c o n d i t i o n  a n d  

c o n t r i b u t i n g  t o  its losses. If t h e  f i n a n c i a l  da t a  w e r e  a c c e p t a b l e  

t h e  Commission would be j u s t i f i e d  i n  d e t e r m i n i n g  lower rates 

t h a n  t h o s e  s u p p o r t e d  by t h e  da ta  t o  be reasonable b e c a u s e  of 

Red Wing's c h r o n i c  poor service.' I n  1952, t h e  Kentucky h i g h  

c o u r t  d e c i d e d  t h a t  t h e  q u e s t i o n  of w h e t h e r  t o  assess a p e n a l t y  

rate a g a i n s t  a p u b l i c  u t i l i t y  for p r o v i d i n g  i n a d e q u a t e  service 

w a s  e s s e n t i a l l y  a q u e s t i o n  of r e g u l a t o r y  p o l i c y  w i t h i n  t h e  

d i s c r e t i o n  of t h e  Commission. lo The fact  t h a t  KRS C h a p t e r  278  

provides f o r  u t i l i t i e s  t o  c h a r g e  reasonable rates does n o t  

compel t h i s  Commission t o  g r a n t  a ra te  i n c r e a s e  w h e r e  t h e  

A p p l i c a n t ' s  e x i s t i n g  service is shown t o  be i n e f f i c i e n t .  
11 

The f i n a l  c o n s i d e r a t i o n  is o n e  of t h e  f u t u r e  of t h i s  

Company and  its c u s t o m e r s .  "The f i x i n g  of j u s t  a n d  reasonable 

ra tes  i n v o l v e s  a b a l a n c i n g  of i n v e s t o r  a n d  consumer i n t e r e s t s . "  1 2  

' W e s t  O h i o  G a s  Company V .  P u b l i c  U t i l i t i e s  Commission of 

'Ar l ing ton  S e l e c t m e n  V. A r l i n g t o n  Water Company, 394 A2d 

. 
Ohio ,  294US63, 55 S c t  316, 79 Led 7 6 1 , 7 6 7  (1935). 

1130 (1978). 

249 S.W.2d 760 (1952). 

So 2d 1 2 9  ( 1 9 7 4 ) .  

"City of L e x i n g t o n  V. P u b l i c  S e r v i c e  Cornmission of Kentucky ,  

"North F l o r i d a  Water Company V .  B e v i s ,  7 PUR 4 t h  414,415,302 

1 2 R e .  Montana Power Company 1 P U R  3d 167,181 (1953). 
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&wage rates s h o u l d  be based n o t  only on t h e  cost t o  serve, but 

also t h e  v a l u e  of service, h i s t o r i c a l  r a t e s ,  customer u s e  

c h a r a c t e r i s t i c s  a n d  economic  factors.  I t  is obvious t h a t  e v e n  

If t h e  a c c o u n t i n g  a n d  f i n a n c i a l  da ta  were re l iab le ,  a p p r o v a l  of 

a rate increase of t h i s  m a g n i t u d e  would h a l t  t h e  g r o w t h  i n  

t h e  Company's s e r v i c e  area. "Rates p a i d  t o  b o t h  t h e  u t i l i t y  

and  its p a t r o n s  c a n n o t  be reached s o l e l y  by c o n s i d e r a t i o n  of 

f a c t o r s  n u m e r i c a l l y  e x p r e s s e d .  Such  f a c t o r s  mus t  be v iewed with 

a p e r s p e c t i v e  g a i n e d  by p e r c e p t i o n  of t h e i r  i n t e r r e l a t i o n  a n d  

p e r c e p t i o n  of other  factors  which  c a n n o t  be g i v e n  p r e c i s e  

m a t h e m a t i c a l  e x p r e s s i o n .  W e ,  t h e r e f o r e  acknowledge  t h e  f a c t  

t h a t  i f  t h e  Company is g o i n g  t o  survive t h e n  g r o w t h  must  be 

realized. A f t e r  a l l ,  t h e  s y s t e m s  w e r e  s ized t o  s e r v e  t h e  

s u b d i v i s i o n s  af ter  f u l l  deve lopmen t  a n d  s u c h  s y s t e m  w i l l  be t h e  

most economical t o  r u n  when u t i l i z e d  c o m p l e t e l y .  

The s u b d i v i s i o n s  c u r r e n t l y  s e r v e d  by  t h e  Company for 

which  t h i s  i n c r e a s e  is b e i n g  r e q u e s t e d  are Gateway,  Golden Acres, 

B l a n d v i l l e  E s t a t e s ,  Green  Acres, F i e l d m o n t  E s t a t e s  a n d  H o l i f i e l d  

E s t a t e s .  The c a p a c i t y  of t h e  plants s e r v i n g  e a c h  o f  t h e s e  

s u b d i v i s i o n s  a n d  t h e  number of cus tomers  s e r v e d  by e a c h  p l a n t  

are as follows: 

C a p a c i t y  

G a t e w a y  51 
Golden  Acres 62 
B l a n d v i l l e  E s t a t e s  75 
Green  A c r e s  85 
F i e l d m o n t  Estates 75 
H o l i f i e l d  E s t a t e s  15 

Existing 
C u s t o m e r s  

49 
34 
52 
78 
15 
6 

The Company, t h e  c u s t o m e r s  s e r v e d ,  a n d  t h e  d e v e l o p e r s  

i n  t h e  area a l l  acknowledge  t h a t  a ra te  of $38 per month 

w i l l  h a l t  a l l  g r o w t h  a n d  i n s u r e  t h e  c o n t i n u e d  u n d e r - u t i l i z a t i o n  

of t h e  t r e a t m e n t  p l a n t s  i n  B l a n d v i l l e  E s t a t e s ,  Golden  Acres, 

F i e l d m o n t  and  H o l i f i e l d  E s t a t e s .  

The Cornmission,after c o n s i d e r a t i o n  of a l l  t h e  e v i d e n c e  of 

record and belne adviaed, IR of t h e  opinjon and FINDS: 

13 
P e n n s y l v a n i a  Public U t i l i t i e s  Commission V. E q u i t a b l e  G a s  

Company, 60 PUR NS 99,100 ( 1 9 4 5 ) .  
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1. T h a t  R e d  Wing h a s  f a i l e d  t o  p r o v e  t h a t  t h e  i n c r e a s e d  

rates proposed are j u s t  a n d  r e a s o n a b l e .  

2 .  T h a t  approval o f  t h e  ra te  requested would e f f e c t i v e l y  

e l i m i n a t e  f u t u r e  g r o w t h  i n  t h e  Company's  s e r v i c e  area,  and  

promote t h e  con t inued  u n d e r - u t i l i z a t i o n  of t h e  e x i s t i n g  t r e a t m e n t  

p l a n t s  a n d  c o l l e c t i o n  s y s t e m s .  

3. T h a t  c u r r e n t  management h a s  d e m o n s t r a t e d  i t  is n o t  

capable of o p e r a t i n g  t h e  Company i n  a n  e f f i c i e n t ,  p r u d e n t  a n d  

reasonable m a n n e r .  

4 .  T h a t  t h e  t h i r d  p a r t y  b e n e f i c i a r y  a g r e e m e n t  s h o u l d  be 

invoked.  because of t h e  r e c u r r i n g  a n d  p r o l o n g e d  service 

problems, i n c l u d i n g  l e n g t h y  shu tdowns  of t h e  treatment p l a n t s  

l a s t i n g  t w o  t o  s i x  weeks. 

5. T h a t  t h e  o p e r a t i o n  of t h e  Company s h o u l d  be placed 

i n  t h e  h a n d s  of t h e  R e p r e s e n t a t i v e ,  First L i b e r t y  Bank of 

C a l v e r t  C i t y ,  u n t i l  a receiver c a n  be a p p o i n t e d .  

6. T h a t  t h e  R e p r e s e n t a t i v e  s h o u l d  beg in  i m m e d i a t e l y  

to  oversee t h e  o p e r a t i o n  o f  t h e  Company a n d  seek a c o m p e t e n t  

operator for t h e  s y s t e m .  

7 .  T h a t  t h e  R e p r e s e n t a t i v e  s h o u l d  i m m e d i a t e l y  e s t a b l i s h  

a s y s t e m  of a c c o u n t i n g  which  c lear ly  s e p a r a t e s  t h e  cos t s  of 

o p e r a t i n g  t h e  s e w e r  s y s t e m s  f r o m  t h e  o p e r a t i o n  of Veach P lumbing  

Company. 

8 .  Having  rejected t h e  f i n a n c i a l  da t a  f u r n i s h e d  by R e d  

Wing because it is u n r e l i a b l e  and  incomplete ,  t h e  best i n f o r -  

ma t ion  avai lable  t o  t h e  Commission regarding f a i r ,  j u s t  and 

reasonable rates are t h e  ra tes  which h a v e  been approved i n  

r e c e n t  cases for s i m i l a r l y - s i z e d  compan ies  located i n  close 

p r o x i m i t y  t o  R e d  Wing. A c o m p i l a t i o n  of t h i s  i n f o r m a t i o n  is 

c o n t a i n e d  i n  Appendix A .  Based  on  t h i s  i n f o r m a t i o n ,  t h e  

Commission f i n d s  a rate of $15.00 per  month per r e s i d e n t i a l  

customer o r  r e s i d e n t i a l  e q u i v a l e n t  t o  be r e a s o n a b l e .  W e  

bel ieve t h i s  a c t i o n  is c o n s i s t e n t  w i t h  t h e  l i n e  of Supreme 

C o u r t  d e c i s i o n s  b e g i n n i n g  w i t h  Federal Power Commission v .  

1 Gas C o m n w ,  320 US 591, 88 Led 333. 6 4  S C t  2 8 1  

(1944) ,  which  h a v e  h e l d  t h a t  it i s  t h e  e n d  r e s u l t  of a r a t e ,  
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not t h e  methodology used, which governs w h e t h e r  t h e  rate set 

is r e a s o n a b l e .  

9. T h a t  t h e  Company e n g a g e  i n  no  f u r t h e r  e x p a n s i o n  of a n y  

of its s y s t e m s  w i t h o u t  p r i o r  a p p r o v a l  of t h i s  Commission. 

10. T h a t  t h e  v a r i o u s  ra te  a g r e e m e n t s  r e f e r r e d  t o  by d e v e l o p -  

ers and  c u s t o m e r s  a t  t h e  h e a r i n g s  do not bind t h i s  Commission i n  

its f u n c t i o n  of s e t t i n g  j u s t  and  r e a s o n a b l e  rates.  Midland R e a l t y  

Company v. Kansas C i t y  Power a n d  L i g h t  Company, 300 U.S. 109 (1936); 

Fern Lake  Company v. Public Service  Commission, 367 S W  2d 701 ( 1 9 6 2 ) .  

11. T h a t  t h e  p u r c h a s e  of t h e  e x c a v a t o r  was n o t  p r u d e n t  n o r  

r e a s o n a b l e  a n d  t h a t  costs associated w i t h  t h i s  equ ipmen t  h a v e  n o t  

been  c o n s i d e r e d  as a pa r t  of e x i s t i n g  rates a n d  s h o u l d  n o t  be 

c o n s i d e r e d  as a par t  of any  f u t u r e  ra tes  of t h i s  Company. 

12.  T h a t  when any  t r a n s a c t i o n  of t h i s  Company is e n t e r e d  

i n t o  w i t h  a related company or f a m i l y  member, t h e  t ransact ion is 

s u s p e c t .  Red Wing d i d  n o t  p r o d u c e  any  records or  i n f o r m a t i o n  

s u p p o r t i n g  t h e  p r o p o s i t i o n  t h a t  t r a n s a c t i o n s  b e t w e e n  t h e  i n t e r -  

related compan ies  a n d  o w n e r s  w e r e  made a t  a r m ' s  l e n g t h .  T h e r e f o r e ,  

i n  t h e  f u t u r e  t h e  Company s h a l l  o b t a i n  a n d  r e t a i n  s u f f i c i e n t  infor- 

m a t i o n  t o  document t h e  r e a s o n a b l e n e s s  of a n y  s u c h  t r ansac t ions .  

13. T h a t  t h i s  O r d e r  s h a l l  serve as n o t i c e  t o  b o t h  t h e  

Company a n d  t h e  R e p r e s e n t a t i v e ,  F i r s t  L i b e r t y  Bank of C a l v e r t  

C i t y ,  t h a t  t h e  Commission h a s  i n v o k e d  t h e  T h i r d  P a r t y  B e n e f i c i a r y  

A g r e e m e n t  which  p r o v i d e s  f o r  t h e  R e p r e s e n t a t i v e  t o  t a k e  immediate 

possession of t h e  sewerage s y s t e m  when t h e  Company has d e f a u l t e d  

i n  o p e r a t i n g  a n d  m a i n t a i n i n g  it and f o r  t h e  C o m m i s s i o n  t o  s e e k  

the appointment o f  a receiver. 

Based upon t h e  above-stated f i n d i n g s ,  it is t h e r e f o r e  

ORDERED t h a t  t h e  p r o p o s e d  S c h e d u l e  o f  R a t e s  as set f o r t h  in t h e  

Company's Application of September 5, 1979, be a n d  t h e  same are 

hereby denied. 

It is FURTHER ORDERED t h a t  effective with t h e  date of 

this O r d e r ,  Red Wing U t i l i t y  Company I s  h e r e b y  a u t h o r i z e d  t o  place 

in effect the e c h e d u l c  of rates as set  o u t  In Appendix B, attached 

hereto. 

- 19 - 



I t  is FURTHER ORDERED t h a t  w i t h i n  t w e n t y  ( 2 0 )  d a y s  of 

t h e  date  of t h i s  O r d e r ,  t h e  Company t h r o u g h  its R e p r e s e n t a t i v e  

s h a l l  f i l e  its t a r i f f  s h e e t s  s e t t i n g  f o r t h  t h e  rates a p p r o v e d  

h e r e i n .  F u r t h e r ,  t h a t  c o p i e s  o f  a l l  r u l e s  and  r e g u l a t i o n s  of 

t h e  Company f o r  p r o v i d i n g  s e r v i c e  t o  c u s t o m e r s  l o c a t e d  i n  t h e  

v a r i o u s  s u b d i v i s i o n s  i n  G r a v e s ,  McCracken a n d  M a r s h a l l  County  

s h a l l  be f i l e d  w i t h  s a i d  t a r i f f  s h e e t s .  

I t  is FURTHER ORDERED t h a t  t h e  F i r s t  L i b e r t y  Bank of 

C a l v e r t  C i t y  s h a l l  i m m e d i a t e l y  t a k e  p o s s e s s i o n  of t h e  s e w e r a g e  

s y s t e m s  con ta ined  i n  B l a n d v i l l e  West, H o l l f i e l d  Es ta tes ,  G r e e n  

A c r e s ,  Golden  A c r e s ,  Gateway a n d  F i e l d m o n t  E s t a t e s  s u b d i v i s i o n s ,  

as p r o v i d e d  i n  t h e  T h i r d  P a r t y  B e n e f i c i a r y  Agreement.  

I t  I s  FURTHER ORDERED t h a t  t h e  R e p r e s e n t a t i v e  s h a l l  

provide m o n t h l y  r e p o r t s  t o  t h e  C o m m i s s i o n  showing a l l  r e v e n u e s  

c o l l e c t e d  and e x p e n d i t u r e s  made o n  b e h a l f  of Red Wing U t i l i t y  

Company. D e t a i l s  s h a l l  be m a i n t a i n e d  for a l l  e x p e n d i t u r e s .  

I t  is FURTHER ORDERED t h a t  inasmuch as t h e  C o m m i s s i o n  

has t a k e n  a l l  ac t ion  it c o n s i d e r s  a p p r o p r i a t e ,  a l l  o u t s t a n d i n g  

m o t i o n s  o r  p o r t i o n s  t h e r e o f  n o t  p r e v i o u s l y  d i sposed  of by 

orders  are h e r e b y  d e n i e d .  
Done a t  F r a n k f o r t ,  K e n t u c k y ,  t h i s  31st day of October, 1980. 

UTILITY REGULATORY COMMISSION 

Chairman 

Vice  C h i  m a n  

Corn i s s ioh er 

ATTEST : 

S e c r e t a r y  
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APPENDIX "A" 

APPENDIX TO AN ORDER OF THE UTILITY REGULATORY 
COMMISSION IN CASE NO. 7568 DATED OCTOBER 31, 1980 

Comparative Rates 

Similar Utilities 
of 

Sanitation District No. 1 
of Daviess County 

Lake C i t y  Water and Sewer 
District 

Audubon Enterprises 

Number 
of 

Customers 

213 

304 

122 

Approved 
Rate 

$ 15.50 

10. ool 
8 .  002 

'Rate based on water consumption $5.00 for first 2,000 
p l u s  $1.00 per thousand for each additional 1,000 gallons over 
the minimum. 

Rate based on water consumption $8.00 for first 3,000 
2 

plus $1.00 per thousand for each additional 1,000 gallons over 
t h e  minimum. 



APPEND1 X "B" 

APPENDIX TO AN ORDER OF THE UTILITY REGULATORY 
COMMISSION IN CASE NO. 7568 DATED OCTOBER 31. 1980 

The f o l l o w i n g  rates a n d  charges are p r e s c r i b e d  for t h e  

c u s t o m e r s  i n  the area s e r v e d  by R e d  Wing U t i l i t y  Company. A l l  

other rates and  charges n o t  s p e c i f i c a l l y  m e n t i o n e d  h e r e i n  s h a l l  

r e m a i n  t h e  same as t h o s e  i n  e f f e c t  u n d e r  a u t h o r i t y  of the 

Commission prior t o  t h e  da te  of t h i s  O r d e r .  

A p p  1 ica b i 1 it y : 

Applicable w i t h i n  t h e  s e r v i c e  area s e r v e d  by Red Wing 

U t i l i t y  Company namely:  Gateway S u b d i v i s i o n ,  M a r s h a l l  County ;  

Golden A c r e s  S u b d i v i s i o n ,  M a r s h a l l  Coun ty ;  B l a n d v i l l e  Estates,  

McCracken County ;  G r e e n  Acres S u b d i v i s i o n ,  McCracken Coun ty ;  

F fe ldmont  Estates, McCracken County; Holif ield E s t a t e s ,  Graves 

County .  

A v a i l a b i l i t y  of S e r v i c e :  

Available t o  a l l  customers.  

Type  of S e r v i c e  P r o v i d e d  

Single-Family Residential 

All O t h e r  

F i r s t  5,000 gallons 

Over 5,000 gal lons  

Monthly Rate 

$15.00 per R e s i d e n c e  

$15.00 (Minimum B i l l )  
1 1.00  per 1,000 gallons 

'Per 1,000 g a l l o n s  of metered w a t e r  usage. A flat-rate 
per month can be determined from a v e r a g e  usage i n  l i e u  of mon th ly  
computation of this type bill. 


